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The services provided by Newfoundland 
Telephone have become an essential element 
in the social and economic well-being 

of the province. 

In 1962 the Company embarked on 
a massive development and expansion program 
to meet the rapidly growing demand for a modern 
telecommunication network. By 1966 the 
Company had completed a major modernization 
project in St. John’s, involving the replacement of 
much of the obsolete cable plant and equipment. 
Upon completion, the St. John’s facility was the 
largest Initial installation of modern switching 
equipment in Canada. 

Since 1966 the Company has passed many 
milestones in its development and remains well in. 
the forefront with the introduction of new 
technology. Service has been extended to every 
community in its operating territory. The Company 
serves approximately 70 percent of the 549,000 
people living in Newfoundland and Labrador. 
The remaining population is served by Canadian 
National Telecommunications and the Labrador 
Telephone Company, the latter operating 
in Labrador City. 

The problem of providing private line service 
to rural customers, a problem that most other 
telephone companies still must face, has been 
virtually solved in the Company’s operating 
territory. Ninety-seven percent of all customers 
are served by single-party service. Newfoundland 
Telephone recently became the fourth company 
in Canada to offer 100 percent dial service to its 
customers. At year-end about 85 percent of our 
customers had access to the Direct Distance 
Dialing network. Within a year this will increase 
to 95 percent. 
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resulted in the increase of telephones in service 
from 54,000 to more than 158,000 in 1976. 

The number of switching offices has increased 
from 31 to 85, and long distance messages during 
the same period have grown from 2.3 million 

to 11.9 million annually. 

The operations and rates of the Company 
are subject to regulation by the Board of 
Commissioners of Public Utilities of Newfoundland. 
The Public Utilities Act provides that this Board 
may fix and determine a rate base and a just and 
reasonable rate of return for the services furnished. 
While always conscious of the public need for fair 
and reasonable rates, the Board has also been 
very cognizant of the total business environment, 
including the financial climate and the erosive 
effects of high inflation. 

Newfoundland Telephone is a member of the 
Trans-Canada Telephone System, which provides 
a cross-country telecommunication network 
serving the needs of most Canadians. 


At Corner Brook, an employee inspects a | | 
‘mini-bar’ multi-contact relay switch, part of 


the SP-1 long distance switching system. 


President's Message 


First of all, | would like to welcome the 1,581 new 
shareholders of Newfoundland Telephone. | am 
pleased to report that results for 1976 attest to your 
Company's improving financial position. 

Through the sale this year of common shares 
to the public, we have broadened the Company's 
equity base. At the same time we have taken steps 
to improve the quality of earnings and establish 
a positive trend for all the key ratios which measure 
the financial performance of the Company. 

A continuing program of restraint has helped 
us to cope with the pressures of inflation and of 
a changing business climate. Despite this, 
however, expenses continue to rise, and it is 
essential that sufficient revenue is achieved to 
produce improved earnings. To meet the 
requirements for adequate revenues, the Company 
filed, in January, 1977, an application for a general 
increase in the approved tariff of rates. 

Your Company must continue to plan 
for a high level of capital expenditures to satisfy 
customer demands for new and improved services, 
to introduce new technology which will improve 
efficiency, quality and reliability, and to build in the 
capability for future productivity improvements. 

In 1976 a total of $27.1 million was spent 
to extend and modernize the Company’s plant. 

A microwave system was constructed 
between L’Anse au Loup and Charlottetown and 
extended to Cartwright to provide that community 
with television service early in 1977. This Is part 
of a system which will, when completed, link the 
island from Corner Brook with Goose Bay, 
Labrador. By year-end, as well, the comprehensive 
improvement program begun in 1974, to extend 
and improve service in Labrador, was 
virtually completed. 


During the year two major electronic switching 
systems were completed in St. John’s. The first 
was introduced to meet the expanding 
requirements of the Provincial and Federal 
governments and other large business customers, 
bringing to them the most modern 
telecommunication services available. The second, 
a new long distance switching system, will provide 
the capability of handling the growing volume of 
long distance calls in eastern Newfoundland. 

In response to the changing needs of a 
growing enterprise, a Company reorganization 
was initiated in September. The new organization is 
customer-oriented and better able to meet service 
demands quickly and efficiently. By streamlining 
operating functions, it should provide our 
employees with a greater sense of job satisfaction 
and accomplishment. We can now look to a more 
flexible and responsive corporate structure, which 
will be more effective in coping with increased cost 
pressures and the changing social and 
business environment. 

The long-term prospects of your Company are 
favourable and our goals in 1977 are clear. We are 
committed to achieving consistently good earnings 
to attract new capital and maintain investor 
confidence. We must provide the highest possible 
quality of service at the lowest possible cost and 
maintain an efficient organization which ensures 
challenging work for our employees. 

The outstanding achievements recorded in 1976 
are in large measure due to the skill, commitment 
and performance displayed by your 

Company's employees. 


Work is currently underway on a 600-mile 
Labrador microwave system, connecting 
Goose Bay to the island of Newfoundland. 


A. A. Brait, 
President and Managing Director 


Report of the Directors 


Although expenses continued to rise throughout 
1976, the rate of inflation did slow somewhat in 
comparison with the previous year. This, coupled 
with the benefits derived from a rate award granted 
late in 1975, improved conditions sufficiently to 
allow for a favourable growth in earnings. Further 
growth was curbed by a general economic 
slowdown throughout the country. 

In June, 1976, Newfoundland Telephone 
issued 1,400,000 common shares at $6.50 per 
share. It was the first common share issue since 
1970. The issue was designed to broaden the 
Ownership of the Company and to strengthen 
its base for future financing. 

The sale of shares was highly successful. 
Slightly more than 52 percent of the issue was 
purchased by individuals across Canada, while the 
remainder was sold to corporate and institutional 
buyers. The issue reduced Bell Canada’s holding 
in the Company from 99 to 78 percent. In July, 
1976, Newfoundland Telephone’s common shares 
were listed on the Montreal and Toronto 
stock exchanges. 

Newfoundland Telephone’s rate of return on 
average total capital for the twelve-month period 
was 10.74 percent, compared to 10.15 percent in 
1975. The Company's rate of return on average 
common equity for 1976 was 13.63 percent, 
compared to 12.13 percent for the previous year. 

Earnings per average common share 
for the twelve-month period amounted to $0.96, 
up 14.9 percent from 1975. 

A quarterly dividend of $0.15 per common 
share was declared in the second quarter of 1976, 
indicating an annual dividend rate of $0.60. This 
represented a 20 percent increase in the annual 
dividend rate. This change is in line with the 
Company's practice of reviewing its dividend 
policy from time to time. It is also in keeping with 
the Company's objective of achieving earnings and 
corresponding dividend growth that will maintain 
a reasonable return for the shareholder. 


At the start of his shift, a technician checks 
the performance of a microwave transmitter 
4 in Corner Brook 


In February, 1976, the Company issued 
$10 million in long-term first-mortgage sinking fund 
bonds. The issue, a private placement, was sold 
at par at an interest rate of 112%. The bonds 
will mature in 1996. 

The Company’s external financing 
requirements in 1977 will be approximately 
$20 million. 


Capital Expenditures 

In 1976 Newfoundland Telephone spent $27.1 
million to modernize and improve service and to 
provide for growth in the system. A new electronic 
switching system, designed to give the general 
public direct access to major business customers 
in St. John’s, went into effect March 1, 1976. The 
new system, known as CENTREX, makes it 
possible to call an individual extension directly 
without going through a switchboard. The 
installation provided improved telecommunication 
services for the Provincial and Federal 
governments and other major commercial 
customers in St. John’s. 

In December, 1976, the Company introduced 
its second electronic switching machine in 
St. John’s, the fourth such installation in the 
Company's operating territory. The new system 
handles long distance switching in eastern 
Newfoundland, and has freed up existing capacity, 
enabling the Company to provide improved local 
calling facilities. The new equipment also provides 
for the introduction, early in 1977, of Direct 
Distance Dialing to the Trinity-Conception Bay 
area, the last toll centre area on the Island to 
receive this service. 

Work was carried out on a number of 
microwave systems during 1976. In December the 
Company constructed a new system in Labrador 
from L’Anse au Loup to Charlottetown, and 
extended it to Cartwright, providing residents of 
that community with television service early in 
1977. Work is currently underway on a 600-mile 
system from Corner Brook to Goose Bay, Labrador, 
scheduled for completion in 1977. 


This Company installation, a relay tower 
between Hopedale and Nain, Labrador is the 
only sign of civilization for miles. 


Work is continuing on a cross-island 
microwave system, which, when completed, will 
provide a full telecommunication capability 
between Sydney, Nova Scotia and St. John’s. The 
first portion of this system, connecting Corner 
Brook and Sydney, was completed in 1975. Road 
construction and general site preparation was 
completed in 1976 between St. John’s and Corner 
Brook. 

Improvements were made in July to the 
microwave system serving the Burin Peninsula in 
southern Newfoundland, permitting a significant 
upgrading of long distance service in the area. 

At year-end total investment in plant and 
equipment stood at $192,000,000 or $1,200 per 
telephone in service. 


Service Development 

Although telephone growth was somewhat 
moderated in 1976, 8,225 telephones were added 
to the system during the year, bringing total 
telephones in service to 158,614. 

Completed long distance messages increased 
by 8 percent to approximately 12 million, indicating 
the growing public reliance on this form of 
communication. 

In addition to CENTREX, Newfoundland 
Telephone introduced ‘Memory Phone” in 1976, 
the newest addition to one of our product lines 
which provides complete answer-and-record 
capabilities. 

Two new products, Datacom 400 and Vucom 
3, were also added to our range of data 
communication equipment. 


Regulation 

The Public Utilities Act was amended in 1976. 
Included in the amended regulations are provisions 
for the Board of Commissioners of Public Utilities 
to approve interim schedules of rates, and to 
accept estimates for establishing the Company's 
revenue requirement. The Act also provides for the 
use of public utility poles by other persons, such 
as cable television companies, under terms and 
conditions to be approved by the Board. 


Employee and Community Relations 
Newfoundland Telephone employed 1,347 people 
at year-end. Salaries in 1976 amounted to 
$15,937,000 and the Company paid $1,029,000 
in group insurance premiums, pension fund 
contributions and other benefits. 

Two collective agreements were signed in 
1976 with the International Brotherhood of 
Electrical Workers, Local 1615, covering 627 
employees. The first agreement, covering 252 
operators, expires February 28, 1978, and 
contains a wage re-opener clause effective March 
1, 1977. The second agreement, covering 375 
craft employees, expires March 31, 1977. 

Newfoundland Telephone is involved in many 
community-related activities in the area It serves. 
Company employees are associated with service, 
political, cultural, sports and charitable groups in 
the province. In 1976 the Company contributed 
to more than 60 non-profit organizations involved 
in a variety of projects designed to meet 
community needs. 


Reorganization 

With a view to improving customer service and 
internal operating efficiency, the Company 
implemented a reorganization plan in September, 
1976. Newfoundland Telephone is the first 
Canadian telephone company to reorganize its 
corporate structure in line with new management 
concepts designed to cope with growth and 

a changing business environment. 

The new organization involves a move away 
from the traditional departments, whereby 
employees were grouped according to similarity 
of skill, to the “‘work flow’’ concept in which similar 
work functions are grouped together. The new 
operating departments will each be responsible for 
a specific portion of the Company’s business. 

For example, the complete function of providing 
service to customers, from taking the order to 
installing the telephone, will now be concentrated 
in one department — Customer Services. 


The departments created were Customer 
Services, responsible for all customer contact 
and the provision of service; Network Services, 
responsible for network design, provision 
and maintenance; Finance, which manages 
the Company’s financial activities and internal 
computerized systems; Planning, which is 
responsible for business development, capital 
and revenue management and the formulation of 
long-range corporate objectives and strategies; 
and Administrative Services, which includes 
personnel, public relations and support services 
for all departments. 

The reorganization will be substantially 
completed by the end of 1977. 


Senior Executive Changes 

The retirement of G. R. (Gerry) Hanley as an officer 
of the Company was announced April 7, 1976. 

Mr. Hanley was Secretary and Assistant to the 
President. He had held a number of executive 
positions with the Company during his 33 years 

of service. 

D. Adey, former Secretary-Treasurer with the 
Company, left in November, 1976 to become 
resident partner with a chartered accounting firm 
in St. John's. 

A number of executive changes occurred in 
1976 as part of the general Company 
reorganization. L. A. Cox was appointed 
Vice-President and Director — Planning; 

D. G. Wright, Director — Finance; 

K. A. A. Marshall, Secretary-Treasurer; 

R. H. Benson, Comptroller; 

V. G. Withers, Director — Customer Services; 
D. R. Nickerson, Director — Network Services; 
and N. W. Guest, Director — Administrative 
Services. 


Outlook 

In summary, telephone gain in Newfoundland 

has been exceptional in recent years. A 58 percent 
increase in the last five years is well above the 
Canadian average. Although the growth rate for 
1977 and the foreseeable future will be less 
dramatic, a reasonable growth trend is 

expected to continue. 

The rising cost of travel and the prospects for 
an economic recovery suggest continued growth 
in long distance usage. It is expected that reliance 
on telecommunications from all sectors of the 
province will continue to grow. The ever-increasing 
need for the Company's services is reflected in 
demands for greater reliability and accessibility, 
as well as the introduction of new and improved 
services. 

There can be little doubt that the most 
pressing problem of the regulated 
telecommunication carriers in recent years has 
stemmed from inflation. Behind each telephone 
now in service there is an investment of about 
$1,200, and each new telephone added requires 
an investment of about $3,300 in new capital. 

We will continue to give full value for every 
dollar received, but the realities of current 
economic conditions make the repricing of 
telecommunication services inescapable. 

We will continue to work within the regulatory 
process in carrying out our responsibilities 
to provide reliable service at the lowest cost, 
while continuing to ensure a fair and reasonable 
return to our investors. 


A. A. Brait 
President and Managing Director 


February 21, 1977 


1976 Financial Highlights 


Year | Year 
1976 1975* Changes 
Revenues ‘ 
Local service : $ 19,840,754 $ 16,355,044 $ 3,485,710 
Long distance service 31,504,046 26,180,319 Reeser 
Miscellaneous income — net 1,001,189 979,396 293 
Total revenues _ 52,345,989 43,514,759 __ 8,831,230 
Expenses 
Operating expenses 34,110,906 29,288 284 4,822,622 
Income taxes ; 3,735,148 1,970,023 1,765,125 
Debt charges 7,721,220 __ 7,106,774 614,446 
Total expenses 45,567,274 _38,365,081 __ 1,202,193 
Net Income $6,778,715 $ 5,149,678 $ 1,629,037 
Financial Results: 
Total revenues increased by 20.3%. 
Total expenses rose by 18.8%. 
Construction expenditures amounted to $27,076,108. 
Investment in plant and equipment reached $192,159,215. 
Rate of return on average total capital was 10.74%. 
Rate of return on average common equity was 13.63%. 
Dividends paid per common share were $0,575. 
Breakdown of Breakdown of 
Operating Revenues 1976 Operating Expenses 1976 


*Restated. 


Operating and Financial Statistics 


ff Operating Revenues 
i Operating Expenses aos 


60 


50 


40 


5-30 


+20 


+10 


(0) 
1972 1973 1974 1975 1976 


Local and Long Distance 


MILLIONS 
Revenues OF DOLLARS 


60 


50 


40 


30 


20 


(0) 
1972 1973 1974 1975 1976 


Telephones 
in Service 

THOUSANDS 
“160 
140 
120 
100 
80 


60 


40 


1972 1973 1974 1975 1976 


@ Earnings per Share 
i Dividends per Share 


Long Distance 


Messages 
MILLIONS 


12 


10 


1972 1973 1974 1975 1976 


DOLLARS 


1973 


1,00 


1976 


Telephone Plant 


and Equipment MILLIONS 
OF DOLLARS 


200 


175 


150 
125 
100 

75 


50 


1972 1973 1974 1975 1976 


f@ Operating Revenues 
per Telephone motlans 
fi Operating Expenses __359 
per Telephone 


300 


250 


1972 1973 1974 1975 1976 


Property 

~ Buildings, plant and equipment — at cost $185,048,407 
Less: Accumulated depreciation (Notes 1 and 2) : = 49 741,532 
4 : 135,306,875 
Land and plant under construction — at cost 7,110,808 
Nata ae (Note 1) 3,345,367 
145,763,050 
Investment (Shares in Telesat Canada — at cost) 300,000 
Accounts receivable — principally from customers and agents 7,165,750 

Income taxes recoverable a 
Prepayments 752,854 
7,918,604 


Deferred Charges 
; Unamortized deficiency in accurnulated depreciation (Notes 1 Saar 824,177 


_ Unamortized long term debt expenses (Note 1) 1,075,740 

Other (Note 1) a a 811,228 
gies 

: $156,692,799 

*Restated — see Note 4 oor 


On behalf of the Board of Directors: 
F. A. O'Dea, Q.C., Director 
H. Collingwood, Director 


¢ 
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LIABILITIES AND SHAREHOLDERS’ EQUITY Decanter 31 


ATG. 
Capital stock (Note 3) 4 * 
| shares $ 12,981,160 
Common shares 34,511,295 
Premium on common 775,987 
reserve fund (Note 3) 1,018,840 
__59,579,985 
Jnse Notes — 
Due to Parent Company (Note 5) 8,519,941 
Long Term Debt (Note 6) 63,194,000 
Notes Payable (Note 7) __11,400,000 
Current Liabilities : 
Bank advance 887,488 
Accounts payable 2,256,521 
Due to parent company 368,784 
Duattranligtee con panic 392,022 
Advance billing for service 661,842 
Taxes accrued 2,336,793 
Interest accrued 1,332,410 
Dividends payable 49,802 
$ : 8,285,662 
Deferred Income Taxes (Notes 1 and 8) a 5,713,211 
7 $156,692,799 


“Restated — see Note 4 


R.H. Benson, Comptroller 


Year Year 


eee 1976 1975* 
Local service : ‘ $19,840,754 $16,355,044 
Long distance service 31,504,046 26,180,319 
Miscellaneous — net - . 326,159 348,785 
Total Operating Revenues 51,67 _ 42,884,148 
_ Depreciation (Notes 1 and 2) : 10,114,509 8,274,216 —_ 
Maintenance . 9,181,013 7,507,303 é 
Operating rents . 2,598,139 3,284,782 
Other operating expenses 12,217,245 10,221,982 
Total Operating Expenses 34,110,906 29,288,283 
Net Operating Revenues is 17,560,053 13,595,865 
Other Income (Note 9) : ’ 675,030 630,611 
Income Before Underlisted Items 18,235,083 14,226,476 
; 
Interest on long termdebt 5,920,548 5,143,005. 
_ Other interest ¥ 1,800,672 1,963,769 - 
Total Interest Charges 7,721,220 7,106,774 
Income Before Income Taxes 10,513,863 7,119,702 
“Income Taxes (Notes 1 and 8) a ‘ 3,735,148 4,970,024 
Net Income 6,778,715 5,149,678 : 
Dividends on Preferred Shares 1,172,543 _908,089 
Net Income Applicable to Common Shares $ 5,606,172 $ 4,241,589 
Earnings per Common Share : er 0.96 $ 0.83 


(based on average number of shares outstanding) 
“Restated — see Note 4 


Statement of Retained Earnings 


: Year Year 
1976 1975* 
Balance at Beginning of Year: 
As previously reported $ 8,582,997 $ 7,327,453 
Prior years’ adjustments (Note 4) ___ 440,829 537,828 
As restated 9,023,826 7,865,281 
Net Income 6,778,715 5,149,678 
15,802,541 13,014,959 
Deduct: 
Dividends 
Preferred shares 1,172,543 908,089 
Common shares 3,342,299 2,541,130 
4,514,842 3,449,219 
Transfers to capital redemption reserve fund 536,640 266,700 
Expenses on issues of capital stock 
(net of income tax of $185,356; 1975 — $113,656) 458,356 eb 24 
5,509,838 3,991,133 
Balance at End of Year $10,292,703 $ 9,023,826 


*Restated — see Note 4 


Statement of Changes in Financial Position 


Year Year 
=! eS ee : ae 1976 1975* 
Source of Funds 
Operations 
Net income $ 6,778,715 $ 5,149,678 
Items not requiring current funds 
Depreciation and miscellaneous 9,927,301 8,104,224 
Deferred income taxes 1,418,231 1,448,929 
18,124,247 14,702,831 
Proceeds from preferred share issue — 8,724,786 
Proceeds from common share issue 8,641,643 — 
Proceeds from issue of long term debt 9,896,892 - 
Net proceeds from notes payable 14,100,000 
Decrease in working capital 3,504,491 202,944 
Miscellaneous 296,861 _ 


$40,464,134 $37,730,561 


Disposition of Funds 
Construction expenditures 


Gross construction expenditures $27,076,108 $27,323,473 
Deduct: Charges to construction 
not requiring an outlay of funds (1,256,873) (1,232,434) 
Increase in materials and supplies 1,106,417 92,625 
26,925,652 26,183,664 
Dividends — Preferred 1,172,543 908,089 
— Common 3,342,299 2,541,130 
Redemption of preferred shares 536,640 266,700 
Repayment of subordinated notes 1,130,000 1,130,000 
Repayment of long term debt . 557,000 6,614,000 
Net repayment of notes payable 6,800,000 — 
Miscellaneous = 86,978 


$40,464,134 $37,730,561 


*Restated — see Note 4 


1976 1975* 
The increase (decrease) 
in working Capital is accounted for by: 
Increase (decrease) in current assets: 

Short term investment $ = $( 1,000,000) 
Accounts receivable (1,068,092) 1,979,449 
Income taxes recoverable (668,626) (2,125,339) 
Prepayments 375,597 89,564 

(Increase) decrease in current liabilities: 
Bank advance 412,532 (341,940) 
Accounts payable (363,562) 155,349 
Due to parent company (77,832) 150,284 
Due to affiliated companies 386,521 993,781 
Advance billing for service (115,459) (118,015) 
Taxes accrued (1,926,792) 58,069 
Interest accrued (458,482) (9,340) 
Dividends payable ’ (296) (34,806) 


$(3,504,491) $ (202,944) 


*Restated — see Note 4 


Notes to’ Finaticial Statements 


Deferred Charges 

Expenses incurred for other than long term debt 
are being amortized as ordered by the Board of 
SCP r eee 


incurred in connection with the issue 


Expenses 
_ of long term debt are amortized ona'straight line 


_ basis over the life of the debt. 


2. Depreelaion 
Comme a eee a 
depreciation has accumulated 


at rates for 


crenata ee REO haeea tl a 
and approved by the Board of 
Commisones Prior to July 1, 1966 depreciation 


as at June 30, 1966 estimated at $3,390,000. 


Etteot anual aa 1967 the Company began 
amortize the accumulated depreciation defic 
* at the rate of $170,000 per annum. This 


1yaenerae ceeinenrerimedecraines $ 218,500 


2) the elimination of the deferred 

credits — income tax as of June 
30, 1966 % 

3) the setting up of the remaining 

~ amount in a special account 
which is being amortized over a 
period of 20 years commencing 
on January 1, 1968 


1,673,000 © 


1,498,500 
$3,390,000 


The 


igs CoD ea tne DEneT Gy 
ended December 31, fore Wav Ciait 114,509 


(1975 — — $8,274,216) and the composite rate was 


6.08% (1975 — 5.92%). 
3. Capital Stock — 
Authorized 

250,000 7.25% cumulative 


redeemable 
Peed snared: ‘the par value of 


sae cumclatve 


preferred shares of the par value of 


$20 each 


*9,000,000 common shares without par value 


411 


* 
: ot 
PP — oe a 7 


— wer «& 


"© By special resolution of the ordinary 
shareholders passed on March 24, 1976, (I) the 


redeemable preferred 
shares may be redeemed at LS ee ee ae 
‘if redeemed on or before September 15, 1978, 


: redeemable preferred 
shares are not redeemable prior to May 15, 1980 
other than for sinking fund purposes but may be 
redeemed thereafter at the Company’s option in 
witdle on) Pe eee 

if redeemed on or before May 15, 1983, $21.20 
thereafter to May 15, 1986, $21.00 thereafter to 
May 15, 1989, $20.80 thereafter to May 15, 1992, 
$20.60 thereafter to May 15, 1995, $20.40. ; 
thereafter to May 15, 1998, and $20.20 thereafter. 
During the year ended December 31, 1976, fae 
of the 7.25% preferred shares of an 
value of $117,700 and 20,947 of the 9.75% 


ie 


preferred shares of an aggregate par value of 
alia ee a 


Parent Company 
_ Series A Unsecured 


redemption fund’. 

On June 14, 1976 the Company issued for cash 
1,400,000 common shares without par value 
ataprice of $6.50 pershare. 

4. Retained Earnings 

Primarily as a result of income tax adjustments to 
the years 1971 to 1975, the balance of retained — 


by $68,624 and the 1975 income statement has 
been restated accordingly. 


5. Unsecured Subordinated Notes — Due to 


Notes — These — 

Bee ee dea iate — $9,040,000) 

to Bell Canada bear interest at of 1% above a 

Canadian chartered bank’ 

a minimum annual rate of 

annual rate of 9%. These notes mature in equal 
amounts serially in each of the years ending 

December 31, 1977 to 1983 inclusive. 

Series B Unsecured Subordinated Note — This 

note of $609,941 Peg 00.241) payable to 

Bell Canada under the same interest conditions 

set forth for subordinated Notes “A” matures on 

December 31, 1983. 

These notes are redeemable at par without penalty — 


pee ae 


supe aeyg 


r 
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(i) Series 5%%, 5h ae ee 
"payment in each year of an amount 
. to 1% of the issued a principal 


Webee Ad | PEA. ~ 
_payment in each year commencing 1975, 
mci te ee eee 


(i) Series 11% requires payment . 
year commencing 1982 of an amount F 
109 Foto mses agoegete pn . 


| Fa 
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presently outstanding is as follows: 

$1,702,100 in 1977, $1,787,700 in 1 

$1,667,700 in 1979, $2,467,700 in 1 
eds at 1981. 


As aresuittar nae Reinmideriniaeitouse tax 
allocation 


accounting for timing dif 
has not provided for deferred income 


taxes of $1,173,000 for the year ended December 


31, He he — $1,356,000). The cumulative 


amount of deferred 

to December 31, 1976 is estimated 
approximately $11,076,000. 

9. Other Income 

Other income includes interest charged to 
construction of $563,955 (1975 — $623,086) 
less miscellaneous income charges. The interest 


charged to construction is also included in the item 


“Charges to construction not requiring an outlay 
Of unde: Sela otal eae 

in Financial Position. 

10. Pensions 


The Company has a non-contributory plan which 
provides for service pensions based on length of 
service and rates of pay. The last actuarial review 


_of December 31, 1975 indicated that all vested 


benefits were fully funded. 


11. Remuneration of Directors and Officers 
During the year 1976 the Company was served by 
10 directors (1975 — 10 directors). As such their 
aggregate remuneration from the Company 

was $19,200 (1975 — $18,450). 

The had 6 officers during 1976 (1975 

— 6 officers) and their remuneration 
as officers was $196,898 (1975 — $188,693). 
Two of the officers served also as directors of the 
Company, one of whom received no director's fee. 


12. Commitments 
Ee ae Cee 
Hee eo 


building space to approximately 
$2,898,000 a December 1976 (1975 — 
$3,366,400). Rentals 


(1975 — Pe ies 

amount payable during the five years subsequent 
to December 31, Taree $1,680 300 (1875 ~ 
$2,029,200). 

13. Anti-Inflation Legislation. oe 

The Company is subject to the Federal 
Government's Anti-Inflation legislation 

became effective October 14, 1975. 
Management is of the opinion that the Company 


is in compliance with the statute and 
current regulations. 


L ’ 
Auditors’ Report 
To the Shareholders, 
Newfoundland Telephone Company Limited 


We have examined the balance sheet of 
Newfoundland Telephone Company Limited as at 
December 31, 1976 and the statements of income, 
retained earnings and changes in financial position 
for the year then ended. Our examination was — 
made in accordance with generally accepted 
auditing standards, and accordingly included such 
tests and other procedures as we considered 
necessary in the circumstances 


In our opinion these financial statements 
present fairly the financial position of the Company 
as at December 31, 1976 and the results of its - 
operations and the changes in its financial position 
for the year then ended, in accordance with 
generally accepted accounting principles applied 

“on a basis consistent with that of the preceding 
year 


Touche Ross & Co. 
Chartered Accountants 


St. John’s, Newfoundland. 
February 7, 1977. 
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Ten Year Statistical Record 


1976 1975 1974 1973 
Telephone Service Facts 
Number of telephones 158,614 150,389 142,058 123,157 
Percent dial % 100 100 99 99 
Local calls — daily average 2,643,948 2,145,158 1,949,919 1,690,456 
Long distance calls — daily average 32,633 30,395 26,052 20,594 
Income 
Total operating revenues* $ 51,670,959 42,884,148 35,398,838 26,177,774 
Total operating expenses and taxes* $ 37,846,054 31,258,307 24,160,209 19,646,744 
Interest charges $ 7,721,220 7,106,774 5,599,005 2,845,919 
Net income before extraordinary items* $ 6,778,715 5,149,678 4,729,324 3,852,910 
Extraordinary items $ - — = - 
Net income* $ 6,778,715 5,149,678 4,729,324 3,852,910 
Balance Sheet Items 
Investment in plant and equipment $ . 192,159,215 169,422,806 146,343,959 94,182,627 
Total long term debt $ 83,113,941 81,600,941 75,244,941 43,804,000 
Shareholders’ equity* $ 59,579,985 49,211,108 39,052,563 37,341,772 
Financial Ratios 
Earnings per average common share* $ 0.96 0.83 0.86 0.69 
Dividends per common share $ 0.575 0.50 0.50 0.50 
Equity per common share* $ 7.19 7.02 6.74 6.38 
Percent long term debt to total capitalization* % 58.2 62.4 65.8 54.0 
Rate of return on average total capital* % 10.74 10.15 10.54 9.01 
Interest in percent of average debt % 9.38 9.06 9.41 7.63 
Times interest earned before taxes* 2.78 2.38 att 3.81 
Other Statistics 
Construction expenditures $ 27,076,108 27,323,473 28,614,346 16,243,036 
Plant investment per telephone $ Welt! WWE 1,030 765 
Number of employees 1,347 1,278 1,324 1,124 
Salaries and wages paid $ 15,936,727 13,583,388 10,763,803 7,787,214 


*Results reflect 
(1) Tax allocation basis for 1967 
(2) Tax payable basis for 1968 to 1972 
(3) Partial tax allocation basis for 1973 to 1976 


1971 to 1975 have been restated where applicable. 


10,610,682 
723 


953 
6,216,497 


19,174,109 
13,489,574 


— 92,991 


96 
1,108,248 
14,384 


17,450,266 
13,038,440 
2,035,149 
2,590,230 


1,113,850. 


3,704,080 


62,475,742 
25,841,000 
28,954,427 


88,247 
a05: 
979,179 
13,562 
13,261,627 


10,271,669 © 
1,876,109 


1,145,504 
355,181 


1,500,685 


—— 


St. John's, Newfoundland 

F. J. O'Leary 

Chairman, The St. John’s Housing Corporation 
St. John’s, Newfoundland 

M. T. Neill 
Resident General Manager 
Price (Nfld.) Pulp & Paper Ltd. 
Grand Falls, Newfoundland 

J. F. Stinson : 

, Ontario 


Ottawa 


Department Reports 
Planning 

Network Services 
Customer Services 
Finance 

Administrative Services 
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Planning 
This department resulted from one simple concept: e 
put the planning into one shop, and have that at le COMM 
group do only planning. 
The practicalities, however, are not so simple. 
Not all the planning can be done by one NTENNA 
centralized group, since each department head 
must be able to plan his program and budget to 
meet his objectives. Rather, we will ensure central N 


control and direction so that all departments can 

te inh t t te objectives, 
while leaving sufficient scope for program and HIGH QUALITY CIGNALG TO 
budget planning by individual departments. 
: “Our mrese Bi aeiclop atare'ct reteranes CUBSCRIBERS VIA A COAXIAL 
for making current decisions which are consistent CABLE NETWORK 


with corporate objectives. Our major planning 
thrust will be in the area of sales — the provision 


of what the customer needs or wants. The Comprising 


complete corporate plan will encompass strategy, 


| and technical plans, and plans for capital LOCAL OF F~AlR STATIONS cece crv 
and revenue management. DIGTANT TELEVISION STATIONS 


FOREIGN TELEVIGION NETWORKS (us 


CAL COMMUNITY STUDIO 
CO ODUCTIONG 


L. A. Cox 
Vice-President and Director — Planning 


A seminar on the introduction of cable 
television to Newfoundland. Company 
planners are involved in establishing business 
strategy for the future, researching potential 
markets and investigating new business 
opportunities 
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Network Services 


The Network Services group was created 

to bring together the responsibilities for design, 
construction, operation and maintenance of the 
Company's total network — local and long 
distance switching and trunks. 

Recent projects include the completion 
of the Labrador improvement program, which has 
brought Labrador service to comparable standards 
with those of the island; and the installation in 
December, 1976 of the Company's fourth 
electronic switching system. In 1977 we have 
a commitment to provide Direct Distance Dialing 
to the Trinity-Conception Bay area, and 
to continue construction on the cross-island 
and cross-Labrador microwave systems. A 
microwave system serving the south coast of 
Labrador will be completed early in 1977. 

Early in 1977 a Provincial Service Control 
Centre will be established, giving the Company a 
central point from which the network may be 
monitored and controlled to gain maximum 
operating and maintenance efficiency. 

The rapid expansion in switching and long 
distance facilities made a unified approach to 
network operations imperative. Under the new 
organization, each functional group will operate 
towards common goals, establishing service on 
demand, and maintaining an efficient network at 
all times. The new structure will, | think, make us 
far more responsive, better able to cope with 
emergency situations, and to control project costs 
more effectively. 


D. R. Nickerson 
Director — Network Services 


The toll test position in the Corner Brook SP-1 

electronic switching office. Part of the SP-1's 

diagnostic system, this equipment tests toll circuits 25 
for trouble and can quickly pinpoint any problems: 


Customer Services 


The concept behind this group is the bridging of 
the gap between the Company and the customer. 

Put simply, the job is to make it easier for the 
customer to talk to us and then to meet the 
commitment we make to him. We handle all 
customer contacts; deal with service requests 
for installations and repair; handle all customer 
accounts and provide operator and directory 
assistance service. 

The fact that all these functions are now 
concentrated under one department is important. 
It means that ultimately one department is 
accountable for total customer services. Although 
it is a departure from the earlier functional 
approach, it is going to make service operations 
run more smoothly. 

Another important concept in the new 
Customer Services organization is that of having 
a Resident Manager in major centres throughout 
the province. As part of the total-service 
organization, the Resident Manager is in a position 
to truly represent the Company in his community, 
handling the full cross-section of customer needs. 

This year, we will also be inaugurating a 
regular program of community visits, giving 
customers direct access to Company officials to 
discuss any and all aspects of service. 


V. G. Withers 
Director — Customer Services 


A Goose Bay operator handles an enquiry for 
long distance directory assistance. During 
1976, Company operators handled over 6 
million calls and approximately 2.4 million 

directory assistance requests 


Finance 


As the complexity of the telephone business 
grows, the need increases for a unified, 
professional approach to financial management 
and computerized systems. 

The major objective on the financial side is the 
maintenance of the financial integrity of the 
business. Today’s business operates in a changing 
environment. It must cope with the increasingly 
complex demands of regulation, government 
requirements for information, and the continuing 
need for external financing. The financial 
department assumes the vital role of advisor to 
management, and Its advice must be based on the 
most up-to-date and accurate information possible. 

On the systems side, our objective is to ensure 
that the Company is able to meet current and 
future needs for large-volume data processing and 
timely management information. These functions 
include the identification of data processing 
requirements and development of new applications 
for use by all Company departments. 

In order to meet our goals, we must continue 
to develop competent people with the highest 
calibre of technical and managerial skills. 


ee 
D. G. Wright 
Director — Finance 


Employees in the Business Information 
Systems division prepare to reprogram the 
IBM 360 computer in St. John’s. The 
computer performs a variety of functions, 
including processing of customer billing and 
payments. 


Administrative Services 


The Administrative Services group embodies 
a natural combination of support functions — 
Personnel Administration, Public Relations, 
Management Training, Safety, Medical, 
Labour Relations and Buildings, Vehicles 
and Supply Services. 

By providing vital administrative and staff 
support, we contribute to the smooth functioning 
of the operating departments. This role can only 
increase in value as time goes on, and as the 
business becomes more complex. 

Our priorities in the future will include the 
conservation of materials and energy, along with 
a much greater thrust in the area of organizational 
development and in effective management of our 
human resources. Major emphasis will be placed 
on realizing the tremendous potential for 
productivity improvement inherent in the new 
organizational structure. 


N. W. Guest 
Director — Administrative Services 


The Company physician, Dr. David Parsons, 
conducts an employee health evaluation at the 
Health Centre in St. John's. The Company's 
comprehensive Health Services Program is the 
first of its kind in Newfoundland. 
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This repeater station at Sand Hill is part 0 
coastal microwave system constructed ii 
1976 between L’Anse au Loup and 
Charlottetown, Labrador. 


